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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
REPORT OF THE BOARD OF MANAGEMENT

For the year ended 31 March 2011

The Board of Management present their report aited financial statements for the year ended 3ichi2011.
The Association was incorporated on 27 May 2005 ianas registered as a Registered Social Landbor@®1
November 2006. These accounts represent the falgreriod 1 April 2010 to 31 March 2011.

Principal Activities

The principal activity of the Association is to pide and manage quality affordable housing acconatiod for

people in housing need across the Argyll and Beggon. The Association received 5,398 homes fragyhand

Bute Council as a result of the whole stock transfe21 November 2006. The Association owns andages a
range of housing for rent in primarily general re@edcommodation, some sheltered accommodation amcaH
number of travelling people sites. It providesanmodation for the homeless through tenancies aigyll and

Bute Council.

Organisational Structure and How Decisions are Made

The Association operates under Rules registere@rutiit Industrial and Provident Societies Act 1866l is a
Registered Social Landlord. Its organisational citie consists of a voluntary Board of Managemehichv is
supported by a Chief Executive, Senior ManagemeanT and a range of specialist staff. Customer cesvare
provided by four functional departments namely Hogsand Neighbourhood Services, Investment and
Regeneration Services, Human Resources and Coefeatices, and Finance & IT Services.

All Board members and staff operate within a sestahding orders, policies and financial regulatidbecisions
relating to the Association’s strategic objective® taken at monthly Board of Management meetinbssiv
operational matters are dealt with by the staffi@d&Management Team. The Association also hasdstg
committees, which are the Finance and Audit ConemjttPolicy Committee and Health and Safety Committe
which have delegated powers from the Board of Mansnt regarding all finance matters, internal axtgreal
audit matters, policy approvals and health andtgagsues.

The Association has four Area Committees who deatd aperational matters locally. These Area cortess are
established along the following geographical areas.

* Oban Lorn and the Isles

* Mid Argyll and Kintyre

* Bute and Cowal

* Helensburgh and Lomond

The Association is seeking conversion to a chastdtmdy during the financial year 2011/12 as altesuthe
impact of the adoption of component accountinghenAssociation’s potential future taxation position

Recruitment and Training of Board Members

Vacancies on the Board of Management are fillechfrnembers of the community, in accordance withRhkes of
the Association, who have a commitment to the &mahce of social housing and the aims and objectifehe
Association. Members are drawn from a wide rangeackgrounds and experience to maintain the negessa of
skills required to govern and control a complexamigation. All Board of Management Members recenrgal
induction training and then attend internal andemdl training events which not only build on eixigtexperience
but provide an opportunity to develop new skills.

The Association’s Board of Management has five Arggd Bute Council nominees on its Board.

Reserves

At the year end the Revenue reserves balance haddtio a deficit of £17.6 million including adjustmts for the
pension reserve. The Association is a whole st@isfer organisation and it plans to make defititsng its early

years. There is a pension reserve equal to theitdedted in liabilities on the pension scheme emthe required
FRS17 valuation at £1.275 million.
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No transfers have been made to designated resémges/ear. Designated reserves are resourcesnatiwer
generated from operations, which have been set &sigrovide for planned cyclical repairs. The Agation has no
designated reserves owing to the continued lossieg) lyenerated. The Association’s business pleorjorated
planned costs for cyclical repairs across theythigar business plan. The borrowing profile therefincorporates
costs without relying upon a specific designateseree. The Association has a revolving creditlitgcof £30
million and a fixed term loan facility of £30 mitih set aside as committed facilities with LloydsiBag Group to
fund the thirty year business plan.

The Association’s thirty year business plan wasnstibd during the year, together with its long-terepair
programme to the Scottish Housing Regulator to destnate projected compliance with the Scottish Haps
Quality Standard (SHQS) by 2015. The achievemétiis objective is an obligation to tenants andoajective
for achievement written in to the transfer agreeintkeat was signed by the Association, Argyll andeBGouncil
and the Scottish Government on 21 November 2006.

Rent Policy

The Association aims to house those in need in affdededmted housing. The objective is to charge dtbte rents
based on the rents that transferred as at 21 Naxeg106, with future rent increases guaranteeénartts under
the transfer agreement to be fixed to the RetadleBrindex (RPI) + 1% for a period of five yearsipwansfer. In
addition, there is an aim to limit rent increasefRP| + 1% for a further five years after the tfenguarantee has
expired. The Association increased rents duriregpériod by 3.4%, being made up of RPI (Decemb88 2Dffice
of National Statistics) figure of 2.4% with the &tth of 1%.

Risk Management

The Association has a Risk Management Strategyrrdated by its Board of Management based on the know
risks. The Association has a risk management yolihich remains under review by the Senior Manag@m
Team. The internal audit needs assessment compdetday the previous year determined the workflothe
Association’s independent internal auditors. Tiiterinal audit service completed their review ofpddinned work
during the period amounting to 28 pieces of conagletork totalling 17 audit days. The outcomes tdrimal audit
reviews were considered by officers and reportethéoFinance and Audit Committee of the Associati@uring
the year reviews of process and procedure wereunted in relation to rent increases, asset registammittee
information, rent ledger accounting, cost centrenagg@ment and payroll. The Association has addieafie
findings in the reports.

Treasury Management Policy

Under its Rules the Association cannot enter indmdactions of a speculative nature however it e@er into
interest rate hedging instruments which may be useg@rotect the Association from interest rate .riskhe
Association operates an active treasury managepwialy, which operates in accordance with a treastrategy
approved by the Finance and Audit Committee. Thesodimtion during the year considered its Treasury
Management strategy in line with the approved godind undertook three fixed forward borrowing rangth its
bank Lloyds Banking Group. These fixings hedgenvtod the projected borrowings in a total amountEd?
million and were as follows. Please note howekiat ho free standing derivatives are in place @salt of interest
rate hedging activities.

Fixed Rate Hedging

Value Term Rate
(E000’s) (years)
Tranche 1 commencing 31 March 2008 2,000 15 5.552%
Tranche 2 commencing 31 March 2009 10,000 20 5.242%
Tranche 3 commencing 31 March 2010 5,000 10 5.520%
Total 17,000

The rates quoted exclude margins which are stefipedghout the period of the borrowings and do inotude
lender’s capitalisation charges.
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In addition the Association has a £750k developnieam for its new office premises in Oban which hasapital
and interest repayment profile that is fixed thromgg its 15 year life at 5.96% inclusive of lenderargin and
capitalisation charges. The outstanding balandkisioan as at 31 March 2011 is £718k.

The Association actively manages its surplus casmihimise loan borrowings and/or earn interestshart term
money market deposits. The Association does nwblafrom any other institution than Lloyds Banki@goup.

Maintenance Policies

The Association seeks to maintain its propertiesht highest standards. To this end, programmesydical
repairs are carried out in the medium term to dedh the gradual and predictable deterioration aflding
components. It is expected that the cost of althelse repairs will be charged to the Income anpeBditure
Account. In addition, the Association has a loag¥t programme of major repairs which have beconoessary
since the original developments were completedudieg works required by subsequent legislativengfes. This
includes replacement or repairs to components efptfoperties, which have come to the end of theimemic
lives. The cost of these repairs is to be chatgdbe Income and Expenditure Account, unlessaigieed they can
be capitalised within the terms outlined in thet&te&ent of Recommended Practice (SORP).

Going Concern

The Board has considered the Association’s goimgem status in light of the current accumulateficde and
projected future cash flow deficits and is satidfieat it has sufficient borrowing facilities to etehose deficits and
that the business plan demonstrates full repayméhtn the 30 year viability profile. In the vieaf the Board
therefore the test of being considered a goinge@onhas been met.

Creditor Payment Policy

The payment policy, which the Association follovgsto pay all purchases within 28 days, althoughepayments
are settled in 14 days, and/or in accordance wébitor terms of business. The average creditomeay period for
2011 was 29 days against 35 days for the prior. year

Auditors

The Association is tendering for external audiviess as contractual arrangements have come tmdn Baker
Tilly UK Audit LLP has indicated its willingness toontinue in office. A resolution for the appointmef external

auditors will be proposed at the Annual General tihge

By order of the Board of Management

Norman Beaton
Chairman

Date 11" August 2011
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Statute requires the Board of Management to prdpeecial statements for each financial year wigle a true and
fair view of the affairs of the Association andtlé deficit for that period. In preparing thoseaficial statements, the
Board of Management is required to fulfil the feliong obligations:

- select suitable accounting policies and applyntkensistently;
- make reasonable and prudent judgements and &stima

- state whether applicable accounting standard® Hmeen followed, subject to any material departures
disclosed and explained in the financial statementd

- prepare the financial statements on the going@wnbasis unless it is inappropriate to presura¢ ttie
company will continue in business.

The Board of Management confirms that the finarstialements comply with these requirements.

The Board of Management is responsible for keepirgper accounting records which disclose with reabte
accuracy at any time the financial position of #hesociation and to enable them to ensure that ithendial
statements comply with the Industrial and Providgatieties Act 1965 to 2002, the Housing (Scotlakai)2001 and
the Registered Housing Associations (AccountinguRements) (Scotland) Order 2007. They are alspamsible
for safeguarding the assets of the Associationh@nde for taking reasonable steps for the preveatiol detection of
fraud and other irregularities.

The Board of Management members have confirmedarass they are aware, that there is no relevadit au
information of which the auditors are unaware. Eaictihe Board members has confirmed that they keken all the

steps that they ought to have taken as Board menibeorder to make themselves aware of any relezadit
information and to establish that it has been comoatied to the auditor.

By order of the Board of Management

Norman Beaton
Chairman

Date 11" August 2011
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Background

Argyll Community Housing ACHA Limited (ACHA) is a ot-for-profit organisation. It is constituted as a
Industrial and Provident Society incorporated untter Industrial and Provident Societies Act 196®dRtered
Number 2661R(S)) and is registered with the Firgrgervices Authority (FSA). ACHA is also regigtdrwith the
Scottish Housing Regulator as a Registered Soaiatllord (RSL) No. 360.

ACHA took ownership of the 5,398 homes transferiredn Argyll and Bute Council on 21 November 2006ian
now has 5,115 homes as a result of both right yoshiles and new development.

The emphasis of ACHAS' activities is the provisiof quality housing at affordable rents, with tersamaind
communities being involved at each stage in thisvigion: to this end the Board of Management of ACH
comprises tenants, Council representatives angberdient representatives of the wider community.

As well as including tenants in the governancecstme, there are detailed mechanisms for consoitand opinion
seeking.

In addition to proposals to improve the currentdiog stock as a result of stock transfer, ACHAdsnmitted to
regenerating communities through the developmentesd housing stock. In terms of services, ACHA saitm
deliver a high quality service to all customersCHA'’s staff and office structure is organised wtitis aim in mind
and there is a comprehensive staff training aneéld@ment programme to support this approach.

While ACHA’s primary purpose is to improve and main the housing stock, ACHA’s Business Plan isutbo
more than ‘bricks and mortar’. It contains progsda link housing investment and service to widemmunity
needs. It is additionally intended that the ecoicor@generation of communities will be encouraged facilitated,
with local benefit in terms of employment and camgportunities.

The Business Plan is also about partnership, asAC&hnot work in isolation from the strategic piii@s of
Argyll and Bute Council and other organisationgha region. To this end, ACHA is committed to wiagkwith
Argyll and Bute Council, other local housing asations and statutory and voluntary agencies.

ACHA therefore aims to improve the quality of lib¢ the residents of Argyll and Bute. One of itsimpurposes is
to provide quality houses where people want to. likentends to achieve this through the delivefy considerable
investment programme, together with the empowernwénstaff to deliver excellent services that areat-
focussed.

Review of the year’s operations
Governance
ACHA has a Board of Management which has placesifembers as follows:

e Ten Tenants
*  Five Council nominees
e Five Independent Members

During the year the Board of Management had fiveejs and five leavers and although efforts werelent
recruit new members ACHA had one vacancy on thedBobManagement at the year end.

The underlying principles of good governance arghnisational structure in ACHA are to keep the pigmion as
manageable and flexible as possible. This allowidHA to achieve its objectives of tenant-empowerment
devolution of power and decision-making acrosscivamunities of Argyll and Bute, thus developing thege of
activities that will meet the wider needs of theyl and Bute community and provide the highestligyaf service

to tenants and other customers. ACHA also takesvibw that good governance and organisationattstres
should be organic rather than static. ACHA wilertsfore regularly review these structures to enshoae they
evolve as ACHA evolves itself.
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The Board of Management undertook a review of dpers in February 2010 to evaluate the risk managgm
strategy for ACHA for the forthcoming year and thias further formally reviewed in February 2011.

The Board of Management has delegated powers tBittaance and Audit Committee to consider finanagbects
of the business. The Finance and Audit Committesrisit included all aspects of financial operatiasch as cash
flow and treasury management practices, all aspdasidit compliance and internal controls asswEabadgetary
and management account performance and contratgriag.

The Board of Management has also established ayP@lbmmittee which has delegated powers to congluer
approval of the Association’s operating policiesighenabling the Board of Management meetings tosfamn
strategic matters.

The Board has also established a Health and S@&fetymittee in recognition of the key strategic intpace of
health and safety compliance.

Operationally ACHA is divided in to four functionafeas:

* Finance and IT

» Housing and Neighbourhood Services

» Human Resources and Corporate Services
* Investment and Regeneration

Housing and Neighbourhood Services is sub dividemfjoaphically into the areas of:

e Bute and Cowal

e Helensburgh and Lomond
e Mid Argyll and Kintyre

e Oban Lorn and the Isles

Housing Stock and Other assets

At the start of the financial year, 1 April 2010 A& owned 5,091 homes. As a result of the righbay ACHA
sold 35 homes and at financial year end it had edsopleted 59 new homes for rent and thereforelatarch
2011, it owned 5,115 homes.

The expected number of house sales under righiyoMas less than was originally anticipated in lousiness plan.
This was primarily due to the global economic amstiances prevailing during the period. This resuitelower
than forecast sales receipts as a result of rightiy but higher than expected rental income dutiegperiod.

The housing stock at 31 March 2011 by type is bmak@wn as follows:

Rentable Stock 2011 2010

General Needs Houses 4,908 4,886

Sheltered Housing 207 205
5,115 5,091
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The housing stock at 31 March 2011 is broken doywgdngraphical area as follows:

2010
513
905

1,023
331
829
910
580

Houses 2011
Bute 511
Cowal 903
Helensburgh and Lomond 1,013
Islay 333
Kintyre 853
Lorn and the Isles 908
Mid Argyll 594
5,115

5,091

Sheltered housing

ACHA's sheltered housing stock is located in elegemplexes across Argyll and Bute:

2010
34
42

10

64
55

Sheltered Housing stock 2011
Bute 34
Cowal 43
Helensburgh and Lomond -
Islay 10
Kintyre -
Lorn and the Isles 64
Mid Argyll 56
207

205

The Care Commission inspected ACHA in terms ofsisvices and facilities for Sheltered Housing dyrihe
period and awarded ACHA a grade 5 which is deemdzbt‘very good”.

Other assets

In addition, ACHA owns other assets as a resulhefstock transfer. These include a number of g@ragd garage
sites which are let primarily to tenants but alsmers who have bought under the right to buy. Gémages are let
at nominal rentals which reflect the condition d&wkl of repairs carried out to the garages. Tyglémentation of
a garage clearance and rationalisation strategpngitine financial year saw a number of void andipalarly poor

condition garages demolished. The existing cleaited are retained by ACHA and may be used atuaefulate for
development or alternate purposes such as camgarkhe existing garage sites will be re-let onaearsustainable

rent and repair terms in future.

Rentable Stock 2011 2010
Garages 101 208
Garage sites 132 134

233 342
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Garages
Garages Garages
2011 2010
Bute 8 8
Cowal 10 19
Helensburgh and Lomond 83 181
Islay - -
Kintyre - -
Lorn and the Isles - -
Mid Argyll - -
101 208
Garage Sites Garage Garage
sites sites
2011 2010
Bute - -
Cowall 13 13
Helensburgh and Lomond - -
Islay - -
Kintyre 48 48
Lorn and the Isles 46 48
Mid Argyll 25 25
132 134

ACHA also owns and operates lettings at three tliagepeople sites:

Travelling People sites 2011
Dunoon, Torlochan 10
Lochgilphead, Dunchologan 14
Oban, Ledaig 8
32

The Oban and Lochgilphead sites were improvedguist to transfer. During the year the Dunoon s@mained
partially closed whilst £260,000 of much needed rompments works were undertaken to the site supgdy
Scottish Government grant.

ACHA owns, or has a direct interest in, the follogriother assets:

Non-Rentable Stock 2011
Play areas 33
Private water supplies 12
Private sewage systems 36
Offices 2

83

These elements give rise to maintenance obligatioihsio not attract any rental income stream. Theo&iation
has received grant funding for the initial mainteceof these related assets.

The Association has recently established 8 allotraié@s within its Campbeltown development withtplbeing let
at an economic rent.

10
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ACHA owns four small shop units in Helensburgh; leeer 2 of these are let under a peppercorn leaaddoal
charitable furniture recycling organisation, Beadwoust.

ACHA owns its registered office in Ardrishaig at-63 Chalmers Street and its office at Menzies Haniggban.

The right to buy resulted in 35 homes being soldnduthe year. ACHA received more applications bgar many
did not progress to conclusion. We are of the vibat the general economic and borrowing climates wat
conducive for tenants to buy their own homes astgage finance availability became more difficultdiotain for
low income earners. ACHA recognises our tenamglstrto buy their own home but the loss of affordaltousing
stock in some of our most remote and small comrias@an cause major housing issues locally.

ACHA is seeking, in partnership with the other loregistered social landlords and Argyll and Buteu@cil, to
obtain Pressurised Area status for parts of owkstdf granted this will mean that a moratoriumfioe years will
be placed on the right to buy for new tenancies.

The Housing (Scotland) Bill 2010 progressed throtdlgh Scottish Parliament and was given Royal Asgent
December 2010. The Act aims to further restrietright to buy on new build stock and we anticightg this will
further reduce the loss of precious affordable hmustock.

The Association was subject to its first regulatorgpection by the Scottish Housing Regulator dur2®09/10
which was a significant undertaking. The inspetientified that, “ACHA is a relatively young ongigation that
was formed to receive houses transferred from Arggtl Bute Council. It faces a range of challenged has
worked well to improve most of its services ovaekatively short period of time” and “The Assoc@tihas made
good progress on most of the commitments it madésttenants and has strengths including estateageanent,
access to its housing list, financial reporting &nd building good quality new houses”. ACHA ebged a “fair”
rating from its regulator as a result of the ingecprocess and following that its regulatory ptargagement level
has been amended from “High” to “Medium”.

ACHA increased its rents for all stock by RPI pli#é at the start of the financial year which isimelwith the
rental guarantee given to tenants. The nominakase for the year was therefore 3.4% based onniire2009
RPI data. The average rent across all stock incthieent year rose to £58.34. The 2011/12 finanpéar rent
increase is RPI+1% or 5.8%, with RPI being 4.8%.

During the year ACHA had 59 new lettings and 422tee These 479 properties were let to the folfmmivaiting
list categories:

Statutory Homeless 195 (40.7%)
Direct Waiting List 174 (36.3%)
Transfer Waiting List 110 (23.0%)

As at 31st March 2011 the common housing regis@MEArgyll had 3,888 applicants on its list.

ACHA has a number of properties, which are classedow demand and therefore, have been unable-lai.re
ACHA is working on a strategy to improve these @nties where letting has not been possible. Iniaitown a
strategy for their future regeneration is well unay. A tailored approach strategy is also beiagetoped for the
Bute area.

ACHA at financial year end had 62 properties va@gdc{uding properties awaiting regeneration). ACBlAverage
time taken to let a property is 23 days againstaitget of 31 days for non-low demand properties 486 days
against a target of 49 days for properties classedow demand or difficult to let. These timescadge an
improvement of the previous year figure of 58 days.

ACHA had a void loss figure of £309k or 2.06% dfrehtal income, including garages, for the ye@he void rent
loss for houses alone was equivalent to circa 1.87%nt. It is anticipated that our strategiesléal with difficult
to let or low demand properties along with a magiarbishment programme will reduce void loss aver coming
year.

11
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ACHA'’s new garage strategy of demolition and redisental is designed to arrest the void performafogarage
lettings whilst balancing costs of maintenance mmgrovement. This will complete during the yeal2(2 and
the benefits of that strategy should be evidefatare years.

ACHA received approximately 56.51% of its total amee from housing benefit payments in comparisorh wit
2009/10 where 51.20% of all of its rental incomenfrhousing benefit payments direct from the Locathérity.
ACHA has 37.50% of its tenants in receipt of fullusing benefit and 13.21% who receive partial hugisienefit
payments.

Housing & Neighbourhood Services

ACHA provides services to tenants, owners and othestomers from a network of 9 local offices lodate
throughout Argyll & Bute. Through partnership wargi with other local Registered Social Landlords, ave
developed improved services to tenants in island amral communities. From an original businessnpla
commitment, ACHA’s Board has approved the develaptroé a Customer Service Centre and training issanwey

to deliver this. This centre will give customersiagle point of quality information on the fullrrge of services
offered by the Association.

Our services are developed by taking into acccumtvtews of and comments from our service userg. céfry out
consultation as a matter of course on a wide rafigervices and have recently developed a strategyustomer
contact and feedback which further develops ourmigment to consultation, involvement and our combins
improvement agenda. Membership of the TenantelHaas been opened up to tenants who are on thenisen
Consultation Register and Panel minutes are noviladw@a on ACHA’s website. The results from the &eh
Satisfaction Survey carried out in early 2010 hiagen collated and have informed an Action Plan kil assist
in improving services. ACHA’s commitment to cortstibn has been reinforced by the use of on-limgests and
also an exercise to request permission from tenaitltsemail addresses, to enable us to conductreldc surveys
with them. Consultation exercises have taken plgitie tenants on the proposed rent increase andethiew of
grounds maintenance using these new methods aflentjg more traditional methods.

Performance is monitored via key performance indisaand, where appropriate, local performance oreagents.
These are primarily based upon the Annual Perfocem@amd Statistical Return indicators. Our Board faud Area
Committees are routinely provided with a suite effprmance reports.

ACHA operates a Common Housing Register, HOMEAcgwllpartnership with three other local RegisteBedial
Landlords and Argyll and Bute Council. The partnbave been working on updating and improving tiGavHE
Argyll website, procedural improvements, consuttatinethodology and development of a stakeholdeetinge

Our repairs service is operated by a mix of in lkotesams and private contractors. We are now abldfés a
‘repairs by appointment’ service across all of operating area. Performance and customer satsfiaist closely
monitored. Tenants using our repairs service akedaso provide feedback by a number of methodsrépairs
satisfaction cards, post inspection and telephatidacks.

As a collaborative ‘wider role’ project ACHA obtaid grant funding to deliver a new service to temanthe
Financial Inclusion Services in Housing (FISH) Aligyroject has employed a team of four Welfare RégDfficers
who assist not only ACHA tenants with benefit agvimut also, tenants of West Highland Housing Asgari and
Dunbritton Housing Association. This project hasiaved significant outturns in terms of improvedta up of
benefits, advocacy and referral to other adviceneigs. It is hoped to extend the period of thigjgut and to
develop other financial inclusion projects throgghnt funding. Alongside the financial inclusiolonk ACHA has
led another collaborative Wider Role project toidal fuel poverty help to tenants. The HEAT Argploject is
planned to continue during 2011/12.

While ACHA was developing plans to build new affable housing in Campbeltown plans were drawn uprd¢ate
allotment spaces for tenants to enable the pramtucti organic and low cost produce.

ACHA's current rent arrears performance based @enAhnual Performance and Statistical Return dateanes
consistent against the prior year.
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ACHA has a locally managed, case led approach reaes and legal action and aims to minimise actiomd

ultimately evictions. The main emphasis is onyearervention in arrears cases with the first teritcontact over
unpaid rent being at two weeks, and personal com@ginning at three weeks unpaid rent. At aljstaof the

process the most important strand of the strateggaking contact with our tenants to offer advind assistance
where possible.

The advent of the FISH project has meant that VielRights advice has been embedded into rent arpeacesses.
Tenant contact forms now provide a prompt for stafinake referrals, and referrals across the osgéion are
monitored on a regular basis. Any member of stadfthey trades or housing management, can magte@al to

Welfare Rights for a tenant who requires assistance

Percentage of

Current tenant rent arrears £ rent charged
Bute 30,490 1.88%
Cowal 65,668 2.21%
Helensburgh and Lomond 44,980 1.41%
Mid Argyll 19,835 1.00%
Kintyre 42,730 1.59%
Oban Lorn and the Isles 45,259 1.53%
Islay 7,430 0.71%
Total current tenant arrears 256,392 1.56%

The Association’s current rent arrears target38&.

ACHA's former tenant arrears for the financial yeare £344k for 2010/11 which equates to approxetge?.27%
of net rent charged during the year. Of that amh@dik was written off during the year as non-recabée. ACHA
has provided for current tenant debt based ompitsaved accounting policy. ACHA did however recog20k of
former tenant debt due during the financial year.

ACHA is actively working to resolve the outstandifigrmer tenant arrears and recover where possible i
accordance with its policies.

In respect of anti-social behaviour ACHA receiv&g8omplaints during the year as against last geaarmber of
complaints which was 389, a reduction of just ob&. ACHA issued 13 notices of proceedings in resjpé
antisocial behaviour which resulted in 3 evictioasd applied two Anti-Social Behaviour Orders.  sThi
demonstrates ACHA’s continued strong stance oramgis neighbours and anti-social behaviour is beétiyered.

ACHA sought to commence legal action to recoversksyon the grounds of rent arrears, from our tenanl71
cases which was 40% higher than in 2009/10. QGfftare ACHA proceeded to court and was grantectek to
evict 20 tenants from our properties, which is 4ib%er than the previous year. This reduction iitien for rent
arrears reflects the proactive work carried oustayf to assist tenants who find themselves innioia difficulties.

ACHA completed 18,462 emergency, urgent and routesponsive repairs during the financial year; thign
increase of 12.23% on the previous years complegsgonsive repairs. The breakdown of these repgies
follows:

Repairs
completed Target
Repairs 2011 ontarget Percentage Percentage
Emergency Repairs (2 hours complete within 24 Hours,145 6,007 97.75% 99.00%
Urgent Repairs (5 days) 6,363 6,276 98.63%96.00%
Routine Repairs (20 days) 5,954 5,913 99.31%96.00%
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The Association did not meet its emergency reptirget as it operates in a number of remote arahdsl
communities where it cannot engage contractors whlhtagree to contractual arrangements to meetrgemey

repairs timelines and therefore has to operate dayarate basis. ACHA operates repairs by appa@ntrwith the

Term Contractors and in areas in which it has s @ house repairs team and the appointments peaface for
the year was as follows:

Repairs appointments 2011 2010 2009 2008
No. appointments made 8,888 9,533 8,133 5,693
No. of appointments kept 8,865 9,510 8,107 3,354
Percentage 99.83% 99.76%  99.68% 58.91%

The Association has a 100% target for repairs app@ints made and kept.

ACHA issued 12,734 repair satisfaction cards téditsnts regarding repairs and received 3,12&immre@amounting
to a 25 % return rate compared to 27% the preweas.

In addition ACHA contacted more than 1,848, tendnytphone to ascertain the quality of the servieviped and
sent 1,469, post inspection surveys.

ACHA carried out 4,250 pre inspections of repairkgoequating to 23% of the repairs undertaken. ACiigo
carried out 3,330 post inspections equating to ®8%épairs undertaken.

Repairs satisfaction returns totalled 6,280 anthaf number 6,127 were satisfied or 97.6% werefgadi with the
works carried out.

The Association’s budgeted cyclical and plannednteaiance spend for the year was 14% higher thapréhaous
year but outturn was significantly lower than fastowing to difficulties principally with pre paar works and
owners agreement where common ownership occurred.

Human Resources and Corporate Services

Is a central support department responsible fowviging all HR services, as well as training and elepment,
which is also responsible for administration, comea secretariat, compliance and facilities managgm

The underlying principles of good governance arghnisational structures in ACHA are to keep theanigation as
manageable and flexible as possible. This wibwIlACHA to achieve its objectives of tenant-empawent,

devolution of power and decision-making acrossc@munities of Argyll and Bute, thus developing thege of
activities that will meet the wider needs of thegylf and Bute community and provide the highestliggiaf service

to tenants and other customers.

ACHA's Rules are based on the Model Rules for aeFa&ldStructure (October 2001) issued by the Sdéottis
Federation of Housing Association’s (SFHA), and anelergoing partial rule amendments, in considemnatif a
Group Structure and Charitable Status change, siutojgnember agreement in September 2011.

The organisation is developing the depth and defailata required in terms of management infornmetipassist at
all levels.

The department has managed the internal audit saddring the year resulting in a completed infeandit needs
plan. No major risk issues were highlighted durihg year by the internal audit services. ACHAlé&veloping
further the next cycle of its internal audit neetin and has established a plan of work for thieohg year.

ACHA has Scott Moncrieff as Internal Auditors thegive completed an audit needs assessment anddcautie
further internal audit work reporting directly taCAA’s Finance and Audit Committee. The audit negsisessment
plans allowed for substantial testing of policipmcedures and processes during the following y&amth internal
and external audit services are being retenderaith &gy 2012 onwards.
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ACHA has established a risk management policy aasl darried out a full organisation wide risk registin
conjunction with the Board strategic planning evant internal audit findings and results. Risk nggmaent
training has been delivered to managers by Zurichidpal who are the Association’s current insurer.

ACHA has set up a Health and Safety Committee taitonand control Health and Safety, with quartedyiews
in place and with a full round of annual risk assesnts.

ACHA has entered into lease arrangements with then€l for office accommodation in various locasocend will
be determining changes required where accommoddt@s not meet our long term needs. 6 monthlyicery
reviews are in place to ensure lease agreementsantained.

ACHA is committed to a high standard of trainingladevelopment for Governing Body members (both Beard
Area Committee members), and for staff of ACHA.

ACHA's Human Resources and Corporate Services fires responsible for reviewing ACHA's trainingategy
annually and for reporting recommendations on charamd further developments to the Management Board

The department has a Training and Development pesponsible for co-ordinating training and develept
programmes for staff and Board Members. This aigolves co-ordinating a regular training needsassient and
an annual training and development plan.

ACHA is committed to being an equal opportunitiespéoyer and welcomes recruitment applications fralin
sectors of the community. Our policies have bemrebbped in line with good practice and currentdiagion.

ACHA has a number of communication channels tormfand consult with our employees, which includgufer
monthly email updates, quarterly Chief Executiv@éd shows” and a full staff conference every 2 year

The department supported the 192 staff in ternadldfuman resources aspects. The staffing complemsdroken
down as follows:

Staffing breakdown 2011 Percentage
Office staff 146 76%
Support staff 25 13%
Trades staff 21 11%

During the year ACHA recruited for 24 posts. Thepdrtment processed 370 applications for thoses post/iding
interviews and selection services to recruitingatepents.

During the year ACHA carried out 2 smaller staffv&ys which were used to drill down identified ared strength
and weakness. A Health Needs Assessment and Warklfidicator were used for this purpose. This sugd
both the implementation of wellbeing and perfornmpolicies, and Health Working Lives initiativesCHA’s

staff satisfaction with their employer has sigrafitly improved year on year as follows:

Satisfaction with employer 2011 2010 2009
Satisfied 85% 82% 62%
Neutral 11% 15% 29%
Dissatisfied 4% 3% 9%
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ACHA's staff ethnicity is made up as follows:

2011 Percentage 2010 Percentage
Scottish 160 83.33% 152 82.16%
Other British 24 12.50% 25 13.51%
Irish 3 1.56% 2 1.08%
Any other white background 4 2.08% 4 2.17%
Mixed 1 0.53% 2 1.08%

ACHA has 12 members of staff who consider they hadésability or 6.25% of staff.
ACHA has 121 female staff and 71 male staff.
ACHA received 17 formal complaints through its Stdgomplaints policy during the year, and 6 appeals

There were 27 reported health and safety incidémting the year, 10 personal injuries, 11 vehinlgdents and 6
incidents of verbal or physical abuse against stegfinbers.

ACHA carried out 66 Health and safety risk assesgsnguring the year which was in excess of plaimedbers.
ACHA currently has 283 members and has been agtreetuiting via newsletters and other media.

The department supported the monthly Board of Mamamnt meetings and the four area committees im Hiei
monthly meetings.

ACHA actively engages with its union and non-unibembership. ACHA communicates via a regular mgnthl
newsletter with its staff and other less formal hedsms.

ACHA projects no significant increase in staffingmbers in future years.
Investment and Regeneration

The Investment and Regeneration department hasmatther challenging year delivering the main progree of
works and the repairs to the existing homes togotiirem up to the Scottish Housing Quality Stand&tdQS) by
2015 as per the transfer commitments.

In September 2010 a key contractor to ACHA, Conhaydc was placed in Administration. The departmsas
key in evaluating the impact and negotiating thenteation and novation of existing contracts to remner Lovell.
There was no loss of funds as a result of Conn&ughbtlapse but its demise impacted on the plarpredramme
delivery of their work.

ACHA has delivered the following elements of workritg the period:

Investment programme Outturn  Planned Percentage
No of kitchen/bathrooms completions - Units 2,078 ,132 97%
No of window/door completions - Units 732 664 110%
No of heating/rewire completions - Units 94 600 16%
No of roof/roughcast completions - Units 112 138 %81

ACHA has undertaken an EU procurement procesdh®néw contracts for heating and rewire. The cotgrare in
the survey stage and completions will follow in 202.
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The total number of elements required for compietibis year of all types was 3,541. ACHA deliverg@16
elements equating to 85% of the targeted objectwing to the mix of elements replaced differingaiagt the
planned targets expenditure was down 27% agaimgdidorecast overall. The under spend will beiedrforward
into future years to ensure delivery with the SHQS.

The department has organised an expanded Stockitibon8urvey that effectively gives 100% coveradeoar
stock. The draft survey has indicated that Scotislising Quality Standard compliance was 34% &t arch
2011 against the agreed transfer target of 30%.

The department is responsible for the planned reaartce of private water supplies, sewage systeptie $anks,
in sheltered complexes water treatment systents, ibmmunity alarm systems and fire alarm systeims&ddition,
the department is responsible for ensuring thasgéety maintenance and certification takes placequired under
our statutory obligations and maintenance of sii@ heating systems.

The planned maintenance programme also includemdienance of common closes and stair wells irstmeck.

The department’s regeneration or new stock devedmpmactivity has been significant this year as enabd by the
following analysis:

Regeneration Outturn  Planned %
Site Starts - 24 -%
Completions 59 59 100%

ACHA has secured tender approvals for two sites ianawaiting confirmation of the grant allocatiomrh the
Scottish Government to award the contracts asvislio

Site Units
Ardenslate, Dunoon 24
Park Square Campbeltown Phase 2 32

Total 56

The department has implemented the garage stratkigh is expected to result in long term savingseispect of
void rentals and maintenance costs.

The department has also implemented the play &r@agy to support the play areas owned by ACHA.

The department has implemented the Road and Fboftedtegy to improve the condition of unadopteddsy
footpaths, hard standings and car parks in thesareaer by ACHA.

The department has supported ACHA's planned dsfliwérdisposal of small uneconomic pieces of lanchmu
around our estate in accordance with the establigiadicy resulting in small capital receipts andueed future
maintenance costs.

The department has also been key to the developofeACHA's planned future regeneration programmel an
significant work has been undertaken in evaluating feasibility assessing sites for developmerieténcluded in
future bids for housing association grant.
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Finance and IT

The department provides a range of financial amb@aating services to ACHA as well as ensuring @ hayel of
IT support.

The department ensured that business plan supot fpr the year of £9 million was drawn down digrthe year
in accordance with the grant offer from Scottismidters.

ACHA actively monitors its cash flow position acsaal its bank accounts on a weekly basis to erthatst always
has sufficient funds to meet its short term oblma. Surplus funds are invested in money mar&pbsdits with our
bankers, Lloyds Banking Group’s Treasury Departmaamd Royal Bank of Scotland plc in accordance wwitin
established treasury management strategy.

The department revised its Brixx business planmmaglel. ACHA did not breach any financial or nonafcial
covenants with its lender during the year.

Although ACHA had entered into forward fixes, ptsinsfer, the static base rate level of 0.5% thinoug the year
and the active treasury management policy togetlier lower than forecast expenditure has meant ithiarest
costs for the year are much lower than originalke€ast.

The department settled 12,727 invoices during ta yvhich was 1,757 or 12.2% less than the preweas. The
number of errors on invoices processed reduced3% #h the year. The department continued to imeris
creditor payment times from 35 days to an averd@®alays which was just outside its target of agd

The department has seen its rent payment methaulsage during the year with web based paymentsybein
launched and increased usage flowing from thatringuhe year the Association increased the nurobpayments
received by standing order by almost 11%, direbitdey almost 14% and credit and debit card paymbptalmost
16%.

Right to Buy applications during the year were ¢stesit with prior years but actual sales were audiilly less
than projected at transfer with only 35 propertieing sold against pre-transfer projections of Bfis has little
impact in terms of operating finances due to theeineaof the right to buy agreement entered inttraaisfer. The
reduced numbers of right to buy sales are likelydsist ACHA in future years as they will improv&set cover
ratios for future planned borrowings.

The Association’s tenant contents insurance paéikg up dropped from 17.46% to 17.11% during thex.ye

The Association was key to the management of sagmif general insurance property claims to the gission
following the December 2010 cold snap which affdetaich of the region.

The department received a desk top security vaindtr the housing stock which identifies that thes sufficient
security at market value to support projected fituwrrowing.

ACHA complied with lending covenants during theafiitial period.

ACHA continues to actively pursue non-payment oft f@nd other charges from both current and formeants as
well as owners.

The IT section of the department has ensured ti@t/A systems are able to cope with future developgmeéen
operating software. During the year the IT functiendered for and awarded an EU compliant confiacthe
provision of new IT services. This encompassed Btfide Area Network and Local Area Network soluton
increasing available band width against previouarayements. The Association also procured Micrdsgfc 2010
technology enabling unified communications voicatadand video transmission over the network togetith
presence information.
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The arrangements include new mail archiving systasiisg Mimosa, the installation of Microsoft Shaoap and
the migration of IT applications to virtual servamvironments hosted by the service provider. Tin@ngements
also provide for the installation of Clarity calamagement software for the Customer Contact Centre.

During the year the IT department has also supgoattte use of mass electronic mailing technology trel
implementation of online survey technology to ass@nsultation with tenants. The department ikisgeto
improve services to tenants using text messagictyntdogy, extranet and intranet solutions for séaffl electronic
mail invoice settlement solutions for suppliers aodtractors.

Financial Review
Income & Expenditure
Income

The Association’s general needs rental income dt2#Z1million for the year was higher than forecdisé to the
impact of lower than expected right to buy sald®e RAssociation’s garage rents and other incomeasdsrecast
for the year. Sheltered housing service charges marginally higher than forecast due to turnamegenancies.

Bad debts at the year-end in comparison with pyears were consistent, however they were againfisigmtly
higher than forecast. This is because provision mvade to write off former tenant rent arrears ith dimd current
arrears and sundry debtors in accordance with lesiadd accounting policies.

Rent lost from voids was higher than forecast buter than the prior year. Void management straseigigoduced
are reducing void periods and associated costs.

Grant income of £9 million was received during trear relating to business support grant; this w4 of the
monies due. In addition the Association receivéfigk in Housing Association Grant for new stock@lepment
relating to its development sites in the finangjalar. The Association’s expected outturn on rdlagsset
improvement resulted in the Early Action Fund RedafAssets grant monies draw down being £1.99 milks
forecast.

The Association also received £190Kk in grant fdsaind adaptations to properties and £157k of wialerfunding
to support the welfare rights officer FISH projettvelopment. The Association’s other income gepdratas
significantly improved on the recovery of coststsas for insurance claims, fire raising, vandalemd malicious
damage.

Overall income was approximately as forecast asthd of the year.

Expenditure

Management costs were lower than forecast overéliese were well managed during the period accgrtbn
budget forecasts with savings arising from staffimglerspend. The management cost per unit fdd/2Qls £997
against the prior year figure of £958 per unit. ®ie@ maintenance costs have reduced with codisddtom £3.45
million last year to £3.15 million in 2010/11. Theactive repairs average repair cost per unit #s this year
against the previous year which was £679 per unit.

The Association’s cyclical and planned maintenasypend for the year was slightly lower than forecdaste major
repairs spend for the period was significantly lowan forecast in financial terms. This underspbas been
carried forward in to future years.

The Association’s regeneration activities wereasdast delivering new units during the year.

Total expenditure for the year was therefore sutistlly lower than planned for the year.

The operating deficit was lower than had been fstbut was still a substantial operating deficE5376k.
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The Association made some modest gains on salerfgiito buy sales at £297k owing to the naturéheftransfer
agreement loss of income calculations. These iverer than had been expected as a result of thd howeer than
planned right to buy sales occurring.

Bank interest earned at £14k was as expected. nitloh lower spend levels against the major workgammme
and the effect of a static base rate at 0.5% aneffiect on LIBOR rates during the year meant thatAssociation’s
interest costs, at £1,062k, were lower than fotecas

The Association had fixed debt of £17.7 million idgr the year with all additional debt of £7.3 nahi being
LIBOR linked. The office loan was created as fixate debt of £750k. As a result the Associatidiosrowing of
£17.7 million at year end was 71% fixed.

The deficit for the year was £905k.
Balance Sheet

The Association again increased its tangible fiasdets as a result of the regeneration works heidgrtaken to
develop new stock. This year saw an increaseandavelopment coming on stream with more thanZE#blion
worth of housing assets being developed. The cuivelaalue of grant received to support housingettgyment
increased to £10.7 million. The Association corgisito operate on the basis that its transferrexk s$osalued at nil
cost in its balance sheet.

The Association considered in some detail whethmgrairment had occurred during the year and wasefitew
that a detailed review was not required primaritytioe basis of the valuation of its stock for ségyurposes based
on existing use valuation for social housing.

In terms of current assets the Association hasodelaf £2.25 million which has reduced year on year£1.25
million. This was due to a significant reductiongrants receivable in the year.

The cash balance of the Association was substattiile year-end at £3.76 million as loans had loigawn in the
last quarter in expectation of meeting planned edjiare which did not occur owing to contractoiss.

Current liabilities are slightly less than the poas year. The Association however has experieacestiuction in
trade creditors of £0.74 million. Accruals and defd income has increased by £359k. Total asset¢ n
substantially exceed current liabilities at £8.66iom.

Long term borrowing has increased from £20.02 millio £24.98 million during the year. The net difhas
increased year on year by £1.98 million prior toxgien adjustments to £16.32 million. There is itpe
adjustment as a result of reflecting the FRS17 iBaagleficit which was unexpected.

The Association is required to consider in somaiti¢he going concern statement and has assesaedvitih a
committed funding facility supporting its 30 yearsiness plan it is a going concern.

Accumulated deficits are now £17.60 million inclngithe pension reserve.
The Future

ACHA continues to drive forward its objective on#id in the transfer business plan and has prodaacedised
business plan for the period 2011/12 onwards.

ACHA has implemented the 2011/12 rent increasénia With the transfer agreement commitments at RER%,
(5.8%). This will be the final year of the transfent guarantee.

ACHA continues to develop its policies and proceduior operational management based on best prapiidance
in the social housing sector and the wider corgosattor where appropriate.

ACHA is involved in determining the way forward liespect of meeting the growing housing waitingihisArgyll
and Bute. ACHA is seeking new ways of working wathof its partners to our mutual advantage. This
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particularly the case with Argyll and Bute Counaihere we have negotiated a variety of grants anshabtax
second home resources for bridging finance folGhmpbeltown and Dunoon developments of 56 homes.

ACHA continues to meet business planning commitsiémtrespect of delivering new and improved sewvite
tenants in particular the development of a new @ust Service Centre, increased tenant consultafioancial
inclusion and fuel poverty projects and expandethous of rent payment.

ACHA is developing new approaches to funding suppod use of our combined resources to delivetegfia
outcomes for us and our partners. The Associati@ommitted to continuing to develop where it caimg its own
land resources and being innovative with fundingutsans to enable participation in the annual depetent
programme.

ACHA's factoring service for former Argyll and But@ouncil house owners who have purchased their kamder
the right to buy is seeking to engage with owndrsua the short and long term property maintenamk rapair
issues.

ACHA aims to make significant inroads into the nrajepairs investment programme during 2011/12 thinothe
framework agreements entered into with key contracand suppliers with by far its biggest year t#nped
delivery.

ACHA continues to drive forward the completion b&ttransfer business plan commitments in respesenfdice
reviews scheduled for completion, e.g. the EU teindeof IT services to develop Information and Coumication

Technology for the future needs of ACHA, its termaitils stakeholders and partners. The Associgiorell placed
with its new independent IT environment to devehegv approaches to engagement with current andefaéwmants
and to improve the operating efficiency of serviwés IT networks. The use of new IT applicationdl idrther

enable greater flexibility for staff in their worlg practices and in particular reducing the gedycab impact of
operating in a rural and island environment.

There are challenges ahead for ACHA over the ripantial year in many areas; the greatest challpngsently is
the increased challenge of funding the developroémiew housing stock. In a wider sense the impacentral
government spending reviews, the consequencegearhational capital market impacts on macroecondisaal
and monetary policy and its effect on public furgdis yet to be determined. The impact of thiseserved matters
such as housing benefit and proposed reforms @naeen, in respect of devolved matters the impachausing
association grant is the one which is most keerdjched at present. The wider effects of Europedt doncerns
and future fiscal stability are likely to contintee present challenging times for our funding parrend borrowing
in terms of both price and availability is likely temain uncertain.

The Association is required to fully comply withettupdated SORP 2010 and in particular the component
accounting concept during 2011/12 and is workingatals delivering this during the financial yearheTimpact of
component accounting on ACHA’s business plan isiiBa@ant in terms of accounting treatment of opiaigt
surpluses and deficits. In ACHA's case this mehas operating deficits will be converted into cgtérg surpluses.
This has a corporation tax impact and in order tiigate the effects of that change the Board of &pement has
determined that ACHA will require to convert to lzacity during this coming financial year 2011/1Rs a result of
becoming charitable it will be necessary to essfibdi subsidiary company to enable non charitatieitéees such as
factoring and commercial lettings which are essérith ACHA to continue to be carried out. This Iwlile
determined by members during the year.

ACHA considers that we continue to develop a striutgre based on a combination of the capabilitgtivation,
drive and commitment of its staff to deliver ani@ént and effective but above all first class gggvfor our tenants
and the communities in which they live and we apad.

This Operating and Financial Review statement le@entprepared in accordance with the Accounting datals
Board’s 2006 reporting statement requirements.
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The Board of Management acknowledge their ultimasponsibility for ensuring that the Associatiors ma place a
system of controls that is appropriate to the wexibusiness environments in which it operates. s&lventrols are
designed to give reasonable assurance with respect

- the reliability of financial information used withthe Association or for publication;
- the maintenance of proper accounting records; and
- the safeguarding of assets (against unauthorigedrugisposition).

It is the Board of Management's responsibility siablish and maintain systems of internal financ@itrol. The
Board of Management can only provide reasonableraisse and not absolute assurance against mdieanatial
miss-statement or loss. Key elements of contralside ensuring that:

- formal policies and procedures are in place, inogidhe documentation of key systems and rulesimglao the
delegation of authorities, which allow the monibgriof controls and restrict the unauthorised usethef
Association’s assets. Core policies have beenlettatd and others are being further developedeag$isociation
becomes more established;

- experienced and suitably qualified staff take resfmlity for important business functions. Annwdpraisal
procedures have been established to maintain stinabperformance;

- forecasts and budgets are prepared regularly vetiotv the Board of Management and staff to mortiter key
business risks and financial objectives, and pssrewards financial plans set for the year andrtédium term;
regular management accounts are prepared prongodyiding relevant, reliable and up-to-date finahend
other information, and significant variances froutiets are investigated as appropriate;

- the Association’s performance against the stoaisfea business plan is reviewed regularly.

- all significant new initiatives, major commitmerdsd investment projects are subject to formal aigtion
procedures, through relevant sub-committees comgridoard of Management members and Co-optees;

- the Board of Management reviews reports from tBeinior Management Team, staff and from the inteaindl
external auditors, and from specialised consultentovide reasonable assurance that control guses are in
place and are being followed. This includes a gégmeview of the major risks facing the Associatio

- formal procedures have been established for itistiftappropriate action to correct weaknesses iftkhtfrom
the above reports;

- an Internal Audit Needs Assessment has been dexdtlop the Association in accordance with estabdishalit
practice and internal audit has been in operaltiyear.

The Board of Management has reviewed the systdnterhal financial control in the Association ftyetyear ended
31 March 2011 and until the below date. To the bEis knowledge no weaknesses were found inriatdinancial

controls which could result in material losses,tis@encies or uncertainties which require disclesarthe financial
statements or in the auditors’ report on the firgrstatements.

These arrangements comply with the requirementtasted in the Scottish Housing Regulator’'s and Sleettish
Federation of Housing Association’s publicationaffing Standards in Housing”.

By order of the Board of Management

Norman Beaton
Chairman

Date 11 August 2011
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
Independent Auditor’'s Report to the Members of

Argyll Community Housing Association Limited
Corporate Governance

In addition to the audit of the financial statensgentre have reviewed the Board of Management's retaté on
page 22 on the Association’s compliance with thaise on Internal Financial Control within SFHA'silplication
“Raising Standards in Housing”. The objective of oeview is to draw attention to non-compliancehatihose
paragraphs of the publication not otherwise disdos

Basis of Opinion

We carried out our review having regard to the &irl 2006/5 issued by the Auditing Practices Boartie Bulletin
does not require us to review the effectivenesthefAssociation’s procedures for ensuring compéanith the
guidance notes, nor to investigate the appropeateof the reasons given for non-compliance.

Opinion

In our opinion the statement on internal financiahtrol on page 22 has provided the disclosuresinest) by the
section on Internal Financial Controls within SFidAlocument “Raising Standards in Housing” and isistent with
the information which came to our attention assailteof our audit work on the financial statements.

Baker Tilly UK Audit LLP
Statutory Auditor
Chartered Accountants
First Floor, Quay 2

139 Fountainbridge
Edinburgh

EH3 9QG

Date 16 August 2011
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
Independent Auditor’'s Report to the Members of

Argyll Community Housing Association Limited

We have audited the financial statements of Ar@dimmunity Housing Association for the year endedVaitch
2011 on pages 26 to 50. The financial reportinghéaork that has been applied in their preparaoapiplicable
law and United Kingdom Accounting Standards (Unkédgdom Generally Accepted Accounting Practice).

This report is made solely to the Association’s rhera as a body, in accordance with section 9 oftlendly and
Industrial and Provident Societies Act 1968. Oudiawork has been undertaken so that we mighe statthe
Association’s members those matters we are reqtorsthte to them in an auditor’s report and footiter purpose.
To the fullest extent permitted by law, we do notept or assume responsibility to anyone other tirassociation
and the Association’s members as a body, for odit awrk, for this report, or for the opinions waue formed.

Respective responsibilities of the Board and audito

As explained more fully in the Board’s Responsilaf Statement set out on page 6, the Board apemsible for
the preparation of the financial statements andbfeing satisfied that they give a true and fairwie Our

responsibility is to audit and express an opiniorthe financial statements in accordance with apple law and
International Standards on Auditing (UK and Irelandrhose standards require us to comply with thelitng

Practices Board’s (APB’s) Ethical Standards for .

Scope of the audit of the financial statements

A description of the scope of an audit of financislatements is provided on the APB’'s website at

www.frc.org.uk/apb/scope/private.cfm.

Opinion on financial statements
In our opinion the financial statements:

» give a true and fair view of the state of the Asstian’s affairs as at 31 March 2011 and of itsoime and
expenditure for the year then ended; and

* have been prepared in accordance with the requiresneé the Industrial and Provident Societies Ad85 to

2002, Schedule 7 of the Housing (Scotland) Act 2@t the Registered Social Landlords Accounting

Requirements (Scotland) Order 2007.
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
Independent Auditor’'s Report to the Members of

Argyll Community Housing Association Limited

Matters on which we are required to report by excefion

We have nothing to report in respect of the follagvinatters where the Industrial and Provident Siesié\cts 1965
to 2002 requires us to report to you if, in ourrogn:

e a satisfactory system of control over transactimas not been maintained; or

» the Association has not kept proper accountingros;amr

« the financial statements are not in agreement thightbooks of account of the Association; or

« we have not received all the information and exal@ms we require for our audit.

Baker Tilly UK Audit LLP
Statutory Auditor

First Floor, Quay 2,

139 Fountainbridge,
Edinburgh

EH3 9QG

Date: 16 August 2011
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
INCOME AND EXPENDITURE ACCOUNT

For the year ended 31 March 2011

Note 2011 2010

£000 £000

Turnover 2 27,129 26,502
Operating costs 2 (28,504) (28,797)
Operating Deficit 8 (1,375) (2,295)
Surplus on disposal of housing fixed assets 12 297 173
Exceptional items 29 1,221 -
Interest receivable 9 14 28
Interest payable 10 (1,062) (709)
Deficit on ordinary activities before Taxation (905) (2,803)
Taxation on ordinary activities 11 - -
Deficit charged against balance brought forward 19 (905) (2,803)

All figures relate to continuing operations.

STATEMENT OF TOTAL RECOGNISED SURPLUSES AND DEFICIT S

2011 2010
Note £000 £000

Deficit for the year (905) (2,803)
Actuarial gain/(loss) on pension scheme 29 1,880 (3,763)
Total recognised surplus/ (deficit) for the year 19 975 (6,566)

The exceptional item of £1,221k is the past sere@sts identified in the FRS17 results scheduldHerStrathclyde
pension fund.
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
BALANCE SHEET

As at 31 March 2011

Note 2011 2010
£000 £000
Tangible fixed assets
Housing properties — gross cost less depreciation 12 18,478 14,110
Less Housing Association Grant 12 (10,464) (9,792)
Less Other Grant 12 (259) 821
OtherFixed Assets 13 992 -
8741 . 513¢
Current assets
Stock and work in progress 14 23 24
Debtors 15 2,251 3,508
Cash at bank and in hand 16 3,760 3,390
6,034 6,922
Creditors: amounts falling due within one year 17 (6,123) (6,383)
Net current (liabilities) / assets (89) 539
Total assets less current liabilities 8,658 5,678
Creditors amounts falling due after one year 17 (24,984) (20,018)
Provisions for liabilities and charges:Deferred tax 11 - -
Net liabilities before pension deficit (16,326) (14,340)
Pension deficit 29 (1,275) (4,236)
Net deficiency after pension deficit (17,601) (18,576)
Capital and reserves
Share capital 18 - -
Revenue reserves 19 (16,326) (14,340)
Pension reserve 21 (1,275) (4,236)
Deficiency in shareholders’ funds 19 (17,601) (18,576)
These financial statements were approved by thedBokManagement on ...................... 2011 and authorised
for issue and signed on their behalf by:
Chairman of the Board of Management Norman Beaton
Board member Bill Mclintyre
Secretary Roderick McCuish
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED

CASH FLOW STATEMENT

For the year ended 31 March 2011

Notes

Cash inflow/(outflow) from operating activities 23

Returns on investments and servicing of

finance
Interest received
Interest paid

Net cash inflow / (outflow) from returns on
investments and servicing of finance

Corporation tax repayment

Capital expenditure and financial

investment

Acquisition and construction of properties 12

Purchase of other fixed assets
Capital grants received
Sales of housing properties

13
12

Net cash (outflow) from capital expenditure

and investing activities

Net cash (outflow) before use of liquid

resources and financing

Financing
Loan advances received
Loan advances repaid

Net cash inflow from financing

Increase in cash in the year

24

24

28

2011
£000  £000
121
14
(1,050)
(1,036)
(4,528)
(381)
931
297
(3,681)
(4,599
5,000
(32)
4,968

372

£000

28

(650)

(8,442)
(829)
4,863

173

2010
£000

(2,533)

(622)

(4,235)

8,050

(7,389)

8,050
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2011

The Association is incorporated under the Indulstiiad Provident Societies Act 1965 and is registdog the
Financial Services Authority.

1 Accounting policies

Going Concern

During the year the Association made a deficit @3k prior to the adjustment of the pension resgiving a net
surplus of £975k. At the balance sheet date trsméiation had a deficiency of assets of £17.60anill The going
concern basis of accounting is considered appri@pbi@cause the Association has an agreed banldiligyfaf £60
million under the business plan to meet future ireguoents with projected peak debt occurring in 2atd repaying
by 2031 amounting to approximately £50 million aisttime. The Association’s loan asset securitijora
requirement is 105%. The most recent securityatadn values the Associations housing assets aBfsdlion
based on Existing Use Valuation — Social Housingyear 30, the Association therefore has more thdficient
assets to support the current peak borrowing anitsféuture needs at this time based on the @eseamnant.

Basis of preparation

The financial statements have been prepared inréacoe with applicable accounting standards, ardbmuihe
historical cost accounting rules. They comply withe Registered Housing Associations (Accounting
Requirements) (Scotland) Order 2007 and with tleeBient of Recommended Practice (SORP), Accoulyng
Registered Social Landlords 2008.

Turnover

Turnover represents rental and service charge iaconeivable from tenants and owner occupiers, &b
revenue based grants receivable from local autbsriand The Scottish Government's Housing Regeperat
Directorate relating to housing and fees from thevizion of management services. Tenant serviegges are
levied on a basis intended to cover appropriaté®erosts each year. Income is recognised onlywithie earned.

Cash Flow Statement

The cash flow statement represents the cash tidmssiof the Association for the period from 1 girA 2010 to 31
March 2011. Cash and cash equivalents compriseazabland and in deposit and are subject to anriiigignt risk
of change in value.

Housing properties, housing association grant and depreciation
€) Housing properties are stated at cost, all gmgpwas acquired at nil value under the stock sfiem
agreement. The Association’s policy is to captalhe following:

e cost of acquiring land and buildings;
» development expenditure including direct developinséaff costs; and
» interest charged on the development loans raisédance the scheme.

Expenditure on schemes which are subsequentlytexbavill be written off in the year in which it is
recognised that the schemes will not be developedinpletion.

(b) Improvements are capitalised where these résudn enhancement of the economic benefits of the
property. Such enhancement can occur if the ingr@nts result in:-

e anincrease in net rental income; or
e areduction in future maintenance costs; or
« asignificant extension of the life of the property

Works to existing properties, which fail to meet thbove criteria are charged to the Income and
Expenditure account.
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2011

Land is not depreciated. Depreciation will barged so as to write down the value of housingenties
on a straight line basis over their remaining eated useful economic lives. In determining theairmg
useful lives for the housing stock, the Associatias taken account of views provided by both irstkamd
external professional sources. It is the Assamiédi view (based on knowledge of the stock, itsditoon,
and the future programme of component renewal)tti@stock has a very long remaining life. Thie fiér
use in the accounts will be 50 years from the dafgactical completion.

Properties are disposed of under the approprigisléion and guidance. All costs and grants irgjato

the share of property sold are removed from thanional statements at the date of sale. Any grausived
that cannot be repaid from the proceeds of saleabeted and the grant removed from the financial
statements.

Other fixed assets
Other fixed assets are stated at cost less acctedulepreciation. Depreciation is calculated tdeandown the
cost of other fixed assets on a straight line bats their expected useful lives as follows:

Computer hardware 3 years

Computer software 3 years

Furniture and fittings 3 years

Offices 50 years
Pensions

The Association participates in two pension scheasef®llows;

1.

Strathclyde Pension Fund (SPF) which is a definegkfit scheme as defined by the Local Government
Pension Scheme (Scotland) regulations 199@&ntributions are charged to the Income and Experali
account so as to spread the cost of pensions leg@miployees' working lives within the Association.

The SPF made an actuarial gain for the year entfétlarch 2011 of £1,880k. The Association has taken
account of this gain in the Pension Reserve Accolim Association has therefore adjusted the Pensio
Reserve (Note 19) by transferring an amount of &%%o the Income and Expenditure account from this
reserve.

Scottish Federation of Housing Associations pens@ireme which changed its designation during thae ye
to the Scottish Housing Association’s Pension Seh€BHAPS) is a multi-employer defined benefit
scheme managed by the Pension Trust. It is noilgess the normal course of events to identify share
of underlying assets and liabilities belongingndividual participating employers. Payments arelenia
accordance with periodic calculations by consultinyaries and are based on pension costs appliaafdss
the various participating Associations taken ashalev The expected cost to the Association of jperssis
charged to the Income and Expenditure Account 20 apread the cost of pensions over the serwes lbf
the employees in the scheme taken as a whole.

Taxation

The charge or credit for taxation is based on tmplas or deficit for the year and takes into actotaxation
deferred because of timing differences betweenrtrment of certain items for taxation and accognpurposes.
Deferred tax is recognised without discountingiespect of all timing differences between the tresit of certain
items for taxation and accounting purposes whioretaisen but not reversed by the balance sheef eatept as
otherwise required by FRS 19.

VAT

The Association was registered for VAT on 24 Ma2&i 0. A large proportion of the Association’s inaamamely
rents, is exempt for VAT purposes and therefor@gitise to the partial exemption calculation. éxpenditure is
shown inclusive of VAT however because of parti@raption the Association has recovered £7k dutiegperiod.

30



ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2011

Loans and grants

Loans are advanced by private or public lendereutite terms of individual mortgage deeds in relspéeach
development or under a global facility secured gistang developments. Grants from the Scottish Govent's
Housing Regeneration Directorate or local authesitare payable to subsidise the capital cost ofsihgu
developments. Grants from Scottish Government’sisit@ Regeneration Directorate take the form of ditog
Association Grant (HAG) funding. Advances are galtg available only in respect of those developtaamhich
have been given approval by the Scottish Governmedbusing Regeneration Directorate. Under certain
circumstances HAG is repayable.

Grants in respect of revenue expenditure are eedd the Income and Expenditure account in theesagniod as
the expenditure to which they relate.

Operating leases
Operating lease rentals are charged to the Incanthd=gpenditure account on a straight line basis thesperiod of
the lease.

Stock
Stock and work in progress is stated at the lowiepst and net realisable value.
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2011

Particulars of turnover, operating costs and operahg deficit

Turnover Operating Operating Deficit ~ Operating Deficit
Costs to 31 March 2011 to 31 March 2010

£000 £000 £000 £000
Social Lettings(Note 3) 23,755 24,798 (1,043) (2,079)
Other Activities(Note 4) 3374 3706 (332) (216)
27,129 28,504 (1,375) (2,295)

Total for year to 3March 2010 26,502 28,797 (2,295)
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2011

3. Particulars of turnover, operating costs and ograting surplus or deficit from social letting actvities

General Supported Total Total
Needs Housing For Previous
Housing Period of
Account
£000 £000 £000 £000
Rents receivable net of service charges 14,274 500 14,774 14,374
Rent from garages 25 - 25 49
Rent from travelling people sites 60 - 60 58
Service charges 8 157 165 84
Gross income from rents and service charges 14,367 657 15,024 14,565
Less voids (300) 9) (309) (353)
Net income from rents and service charges 14,067 4% 14,715 14,212
Grants from the Scottish Ministers 9,000 - 9,000 9,000
Other revenue grants 40 - 40 44
Total turnover from social letting activities 23,10 648 23,755 23,256
Management and maintenance administration 4,754 345 5,099 4,876
costs
Planned and cyclical maintenance including 16,276 - 16,276 16,804
major repairs costs
Reactive maintenance costs 3,154 - 3,154 3,455
Bad debts — rents and service charges 109 - 109 25 1
Depreciation of social housing 160 - 160 75
Operating costs for social letting activities 24,453 345 24,798 25,335
Operating (deficit)/surplus for social lettings (1346) 303 (1,043) (2,079)
Operating (deficit)/surplus for social lettings
for previous period of account (2,363) 284 (2,079)

Average weekly rents at the end of the period ¥&&34 (2010 £58.25)

£1,734k of major repairs have been capitalisedhduthie year (2010 £1,854k). All other major repamounting to
£16,276k have been expensed to the Income and &itpenaccount (2010 £16,804Kk).
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2011

4. Particulars of turnover, operating costs and op&ting surplus/(deficit) from other activities

Grants from Other Supporting Other Total  Operating Other  Operating  Operating
Scottish Revenue People Income  Turnover Costs Bad Operating Surplus / Surplus /
Ministers Grants Income Debts Costs (Deficit) (Deficit)
for
previous
period of
account
£000 £000 £000 £000 £000 £000 £000 £000 £000
Wider role activities undertaken to support the oumity, 157 - - - 157 - (230) (73) 6
other than the provision, construction, improve nard
management of housing
Related Assets 1,999 - - - 1,999 - (1,999) - -
Aids and Adaptations 190 - - - 190 - (309) (119) 67
Tenant and Owner Recharges - - - 397 397 (210) (362) (175) (228)

Contents Insurance -

Agency/management services for registered soaidldads - - -

Other agency/management services - -

Developments for sale to registered social landlord - - -

Developments and improvements for sale to non-tegid - - -
social landlords

- - 69 69 - (59) 10 12

Other activities (Insurance claim monies received ather - 42 - 520 562 - (537) 25 (73)
miscellaneous income)

Total from other activities 2,346 42 - 986 3,374 (210) (3,496) (332) (216)

Total from other activities for previous period of account 2,730 - - 516 3,246 (256) (3,206) (216)
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2011

Housing stock
Units under development Units under management

2011 2010 2011 2010

Housing accommaodation for letting:
General Needs 59 59 4,908 4,886
Sheltered housing - - 207 205
59 59 5,115 5,091

Remuneration of members of Board of Management anBirectors
No members of the Board of Management receivedamyneration from the Association.

Directors are defined to include the Chief Exeautand any other person reporting directly to théefCh
Executive or the Board whose total annual emolumamiuding pension contributions exceed £60,0Q0 pe
year.

2011 2010
£000 £000
Total emoluments payable to directors and beniefiksnd 295 295
Pension contributions 48 48
343 343

Emoluments payable to the highest paid directocl¢elng pension
contributions) 78 78

The Chief Executive is a member of the Scottish ditog Associations defined contribution pension sohe
as disclosed in note 28. No enhanced or speciatsteapply to memberships. The Association’s
contributions to the Chief Executive’s pensionhia year amounted to £12,593 (2010: £12,593).

The Association’s directors’ emoluments (includpgnsion contributions) fell within the following ta
distributions:

2011 2010
More than £60,000 but not more than £70,000 4 4
More than £70,000 but not more than £80,000 - -
More than £80,000 but not more than £90,000 1 1
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2011

Staff numbers and costs

The full time equivalent number of persons emptbgad seconded to the Association (excluding board
members) in the year, analysed by category, wésllags:
Number of employees

2011 2010
Housing & Neighbourhood Services 118 131
Finance & IT 17 15
Human Resources & Corporate Services 11 11
Investment & Regeneration 22 17
168 174

The aggregate payroll costs of these persons agefalows:
2011 2010
£000 £000
Wages and salaries 4,202 4,123
Social security costs 326 318
Other pension costs 560 546
5,088 4,987

In the year there was £20k of development staffscthet were capitalised (2010 - £103k)

Operating deficit on ordinary activities

2011 2010
£000 £000
Operating deficit on ordinary activities before taxation
isstated after charging:
Auditors' remuneration:
Audit (including expenses and excluding VAT fbetyear) 15 18
Other services from bodies related to Baker Tilky Audit LLP 4 4
Operating lease rentals:
Buildings 267 314
Other 61 69
Depreciation 370 175
Interest receivable
2011 2010
£000 £000
Bank interest receivable 14 28
14 28
Interest payable
2011 2010
£000 £000
On bank loans 1,050 650
Interest on pension fur{@Note 29) 12 59
1,062 709
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2011

Taxation
Analysis of charge in year 2011 2010
£000 £000

UK corporation tax

Current tax on surplus for the year - -
Adjustment in respect of previous years - -

Total current tax - -
(Decrease)/Increase in deferred tax liability - -

Tax (credit)/charge on deficit/surplus on ordinacyivities - -

Factors affecting the tax charge for the current year

The current tax charge for the year is higher ttren standard rate of corporation tax in the UKheT
differences are explained below:

2011 2010
£000 £000
Current tax reconciliation
(Deficit) on ordinary activities before tax (905) (2,803)
Current tax aP1% (2010: 21%) (190) (589)
Effects of:
Expenses not deductible for tax purposes 37 14
Income not taxable (289) (38)
Depreciation for year in excess of capital allowesc 2 Q)
Capitalised interest - 36
Chargeable gains 62 -
Losses 366 578
Other timing differences 12 -
Total current tax charge (see above) - -
Deferred taxation
The movement in the deferred taxation account dutie year was:
2011 2010
£000 £000

Balance brought forward - -
Income & expenditure account movement arising dytire year - -
Balance carried forward - -

The balance of the deferred taxation account sbo$ithe tax effect of timing differences in respef:

2011 2011 2010 2010
Potential Provided Potential Provided
£000 £000 £000 £000
(Deficiency)/Excess of taxation (6) - (5) -
allowances over depreciation of
fixed assets
Other timing differences (12) - - -
Losses (3,378) - (3,011) -
Deferred Tax Asset/(Liability) (3,396) - (3,016) -
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2011

12. Tangible fixed assets - housing properties
Housing Housing Total Total
properties properties in 2011 2010
held for course of
letting construction
£000 £000 £000 £000

Cost
At start of year 7,971 6,234 14,205 5,763
Additions during year 1,788 2,740 4,528 8,442
Transfers 8,396 (8,396) - -
At end of year 18,155 578 18,733 14,205
Depreciation
At start of year (95) - (95) (20)
Charge during year (160) - (160) (75)
At end of year (255) - (255) (95)
Housing association grant
At start of year (4,159) (5,539) (9,698) (4,929)
Additions during year - (766) (766) (4,769)
Transfers (5,733) 5,733 - -
At end of year (9,892) (572) (10,464) (9,698)
Other grant
At start of year (45) (49) (94) -
Additions during year (16) (149) (165) (94)
Transfers (198) 198 - -
At end of year (259) - (259) (94)
Net book value
At end of year 7,749 6 7,755 4,318
At end of year 2010 3,672 646 4,318

All properties were transferred to the Associataamil value as part of the Large Scale Voluntatgck

Transfer on 21 November 2006.

During the year 35 properties have been sold uRdggnt to Buy resulting in a gain on sale of £29Tke
disposals in the year are nil as the stock wasteared at nil value.

Security has been granted to lenders in respdubding properties. No interest was capitalisetiausing
properties at 31 March 2011 (2010 £Nil).

In the year there was £20k of development staffscthst were capitalised (2010 - £103k) and £1, 284k

major repairs have been capitalised.
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14.

15.

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2011

Tangible fixed assets - other

ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED

Computer Oban office Furniture Total
hardware non
& software housing
£000 £000 £000 £000
Cost
At start of year 379 737 14 1,130
Additions during year 381 - - 381
At end of year 760 737 14 1,511
Depreciation
At start of year 289 15 5 309
Provided during year 191 15 4 210
At end of year 480 30 9 519
Net book value
At 31 March 2011 280 707 5 992
At 31 March 2010 90 722 9 821
Stocks and work in progress
2011 2010
£000 £000
Maintenance Stock 23 24
Debtors
2011 2010
£000 £000
Rental debtors 604 467
Less bad debt provision (403) (299)
201 168
Prepayments and accrued income 825 476
Housing Association Grant receivable 450 1,034
Other debtors 1,436 2,298
Less bad debt provision (661) (468)
2,251 3,508
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2011

The above figure for rental debtors is made ufpléswns:

2011
Debtor  Provided Net
£000 £000 Debtor
£000
Due from current tenants 260 (59) 201
Due from former tenants 344 (344) -
604 (403) 201

Bad debts of £4,218 were written off during theiqe (2010: £93,357). Bad debts provided for ia ylear
were £104k (2010 £121k)

Cash at bank and in hand

2011 2010

£000 £000
Bank 3,758 3,388
Cash 2 2

3,760 3,390
Creditors: amounts falling due within one year

2011 2010

£000 £000
Loans (secured) 34 32
Trade creditors 2,388 3,133
Housing Association Grant in advance 30 21
Other creditors 257 130
Accruals and deferred income 3,414 3,067

6,123 6,383
Creditors: amounts falling due after one year

2011 2010

£000 £000
Loan (secured) 24,984 20,018

The overall weighted average cost of funds for entrborrowing is 4.54%. An office development loafn
£718k is repayable by 11 March 2025 and is repayablan amortising basis. The repayment profihswnn
below. The remainder of loans drawn, amountingt1@,000k, are repayable by bullet repayment in 2036
Loans are secured by a specific charge againsAdkeciation’s properties with the office loan sexliagainst
the office development.

Due within one year 33,741
Due between 1 and 2 years 36,151
Due between 2 and 5 years 121,746
Over 5 years 526,344
717,982
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED

NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2011

Fixed Rate Hedging

Value Term
(£000’s) (years)
Tranche 1 commencing 31 March 2008 00Q, 15
Tranche 2 commencing 31 March 2009 ,000 20
Tranche 3 commencing 31 March 2010 006, 10
Office Loan commencing 11 March 2010 718 15
Total 17,718

Rates quoted are all inclusive of the rate, maagith capitalisation charges.

Share capital

Rate

5.55%
5.24%
5.63%
5.96%

2010

211
101
(20)

2011
Shares of £1 each fully paid £
At 1 April 2010 292
Issued in year 14
Cancelled in year (23)
At 31 March 2011 283

292

Shares issued were in respect of new membergdighociation.

Each member of the Association holds one sha#lah the Association. These shares carry no it
dividend or distributions on winding up. When a#holder ceases to be a member the person’s ishare
cancelled and the amount thereon becomes the pyaifehe Association. Each member has a righiote

in accordance with the Association’s rules at Merslmeeetings.

Reconciliation of movements in shareholders' funds

Total

Revenue Pension Share  shareholders

Reserve reserve Capital funds

£000 £000 £000 £000

Balance at 1 April 2010 (14,340) (4,236) - (18,576)
Accumulated (deficit)/surplus for year (905) - - (905)
Actuarial gain on pension scheme 1,880 - 1,880
Transfer from pension reserve (2,961) 2,961 - -
Balance at 31 March 2011 (16,326) (1,275) - (17,601)
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20. Designated reserves

No transfer to designated reserves was made iyeine

21. Pension reserve

At 1 April 2010
Transfer from revenue reserves

Reserve at 31 March 2011 Note 29

22. Commitments

2011 2010
£000 £000

(4,236) (480)
2,961 (3,756)

(1,275) (4,236)

(@) Capital commitments authorised and contrafttedt 31 March 2011 amounted to:

Within one year
Investment programme £1,359k
Related Assets £1,040k

Within two to five years
Investment programme £21k
Related Assets £28k

The investment programme is financed by a comhinadf operating cash flow, business plan support
grant and private finance and the related assethiaded by Early Action Fund grants.

(b) Annual commitments under non-cancellable djregdeases are as follows:

2011
Land and
Buildings
£000
Operating leases which expire:
Within one year 170
Within two to five years inclusive -
Over five years -

Other
£000

2010
Land and
Buildings Other
£000 £000
260 -
30 3
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Reconciliation of operating deficit to net cash inbw from operating activities

2011 2010
£000 £000
Operating deficit (1,375) (2,295)
Adjustments:
Depreciation on non-housing fixed assets 210 100
Depreciation on housing fixed assets 160 75
Movement in working capital:
Non cash movement in pension fund 128 (67)
Decrease in stock 1 7
(Increase) in debtors 1,257 (164)
Decrease/(Increase) in creditors (260) (189)
Cash inflow / (outflow) from operating activities 121 (2,533)
Analysis of changes in net debt
At 31 March Cash flows At 31 March
2010 2011
£000 £000 £000
Cash in hand, at bank 3,390 372 3,762
Debt due within one year (32) (2) (34)
Debt due in more than one year (20,018) (4,966) 4,9e4)
Total
(16,660) (4,596) (21,256)
Reconciliation of net cash flow to movement in netebt
2011 2010
£000 £000
Increase/(Decrease) in cash in the period 372 661
Cash (inflow) from debt financing (5,000) (8,050)
Cash (outflow) from debt financing 32 -
Change in debt resulting from cash flows (4,596) 7,389)
Net debt at beginning of period (16,660) (9,271)
Net debt at end of period (21,256) (16,660)
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Group structure

The Association is a registered social landlordpiporated in Scotland and has no subsidiaries.

Contingent liabilities
Argyll Community Housing Association Limited hasdpenotified by The Pensions Trust of the estimated
employer debt on withdrawal from the Scottish HogsAssociation’s Pension Scheme based on the fimlanc

position of the Scheme as at 30 September 20100fAkis date the estimated employer debt for Argyll
Community Housing Association Limited was £441k.

Scottish Housing Association’s Pension Scheme

ACHA patrticipates in the Scottish Housing Associai’ Pension Scheme. The best estimate of totalogep
and employee contributions for 2011/12 is £96k.

The Scheme is a multi-employer defined benefit sgheThe Scheme is funded and is contracted-outeof t
State Pension scheme.

The Scheme offers five benefit structures to engaigynamely:

Final salary with a 1/60th accrual rate.

Career average revalued earnings with a 1/60tluatrate.

Career average revalued earnings with a 1/70thuatrate.

Career average revalued earnings with a 1/80tluatrate

Career average revalued earnings with a 1/120tualcate, contracted in,

An employer can elect to operate different bersfitictures for their active members (as at the @les/ of
April in any given year) and their new entrants. émployer can only operate one open benefit strecit
any one time. An open benefit structure is one tviniew entrants are able to join.

ACHA has elected to operate the final salary withl@0th accrual rate benefit option for active mershkas at
31 March 2009 and the career average revaluedngarmiith a 1/60th accrual rate benefit option fewn

entrants from % April 2009

During the accounting period ACHA paid contributioat the rate of 20% of pensionable salaries. Membe
contributions were made at the rate of 9.6%.

As at the balance sheet date there were 9 activabers of the Scheme employed by ACHA. The annual
pensionable payroll in respect of these membersE4ask.

It is not possible in the normal course of evemtsdentify the share of underlying assets and liizs
belonging to individual participating employersFHRA is a multi-employer scheme where the schemetass
are co-mingled for investment purposes, benefigspaid from the total scheme assets, and the batitn
rate for all employers is set by reference to therall financial position of the scheme rather tharreference
to individual employer experience. Accordinglyedio the nature of the Plan, the accounting chtogéhe
period under FRS17 represents the employer cotisibpayable.

The last formal valuation of the Scheme was peréatmas at 30 September 2009 by a professionallyfiguaial
actuary using the Projected Unit Credit method. iifaeket value of the Scheme’s assets at the vatudtite

44



ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED
NOTES TO THE FINANCIAL STATEMENTS

For the year ended 31 March 2011

was £295 million. The valuation revealed a shdriflassets compared with the value of liabilite#s£160
million, equivalent to a past service funding leg&b4.8%.

The Scheme Actuary has prepared an Actuarial Repattprovides an approximate update on the funding
position of the Scheme as at 30 September 2016h &Sueport is required by legislation for yearsvinich a

full actuarial valuation is not carried out. Thenfling update revealed a decrease in the ass#ie &theme

to £335 million and indicated an increase in thershll of assets compared to liabilities to appnaately
£162 million, equivalent to a past service fundiexgl of 67.4%.

ACHA continues to offer membership of the Schemigstemployees.

The key valuation assumptions used to determine absets and liabilities of the Scottish Housing
Associations’ Pension Scheme are:

2009 Valuation Assumptions % p.a.
Investment return pre-retirement 7.4
Investment return post retirement - Non-pensioners 4.6
Investment return post retirement - Pensioners 4.8
Rate of salary increases 4.5
Rate of pension increases
- Pension accrued pre 6 April 2005 in excess of GMP 2.9
- Pension accrued post 6 April 2005

(for leavers before 1 October 1993 pension irsrsare 5.0%) 2.2
Rate of price inflation 3.0

Mortality Tables
Non- SAPS (S1PA) All Pensioners Year of Birth Long Cdheith 1% p.a.
pensioners minimum improvement
Pensioners SAPS (S1PA) All Pensioners Year of Buthg Cohort with 1% p.al
minimum improvement

Contribution Rates for Future Service (payable ftbiypril 2011) %
Final salary 1/60ths 19.2
Career average revalued earnings 1/60ths 17.1
Career average revalued earnings 1/70ths 14.9
Career average revalued earnings 1/80ths 13.2
Career average revalued earnings 1/120ths 9.4
Additional rate for deficit contributions * | 104

(* Expressed in nominal pound terms (for each eygipincreasing each 1 April in line with the rafiesalary
increases assumption. Earnings as at 30 Septe2(0€r are used as the reference point for calcgldtie
additional contributions.)

Following a change in legislation in September 2@@&e is a potential debt on the employer thatdcbe
levied by the Trustee of the Scheme. The debtésiduihe event of the employer ceasing to partteipa the
Scheme or the Scheme winding up.

The debt for the Scheme as a whole is calculatecbyparing the liabilities for the Scheme (caloathbn a
buyout basis i.e. the cost of securing benefitpirghasing annuity policies from an insurer, plosadowance
for expenses) with the assets of the Scheme e lfidbilities exceed assets there is a buy-out.debt

The leaving employer’s share of the buy-out delthés proportion of the Scheme’s liability attribbika to
employment with the leaving employer compared ® ttital amount of the Scheme’s liabilities (relgtio
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employment with all the employers). The leaving &yer’'s debt therefore includes a share of anyharp
liabilities in respect of previously participatiegnployers. The amount of the debt therefore dependsany
factors including total Scheme liabilities, Scheimeestment performance, the liabilities in respafcturrent
and former employees of the employer, financialditions at the time of the cessation event andrtberance
buy-out market. The amounts of debt can therdfergolatile over time. Following a change in legigin in
September 2005 there is a potential debt on thdageapthat could be levied by the Trustee of thbebae.
The debt is due in the event of the employer ceasiparticipate in the Scheme or the Scheme windm

The debt for the Scheme as a whole is calculatecbbyparing the liabilities for the Scheme (caloetabn a
buy-out basis, i.e. the cost of securing benefitspbrchasing annuity policies from an insurer, pars
allowance for expenses) with the assets of therBeh# the liabilities exceed assets there is aduitydebt.

The leaving employer’s share of the buy-out delthés proportion of the Scheme’s liability attribbika to
employment with the leaving employer compared ® ttital amount of the Scheme’s liabilities (relgtio
employment with all the employers). The leaving &yer’'s debt therefore includes a share of anyharp
liabilities in respect of previously participatiegnployers. The amount of the debt therefore dependsany
factors including total Scheme liabilities, Scheimgestment performance, the liabilities in respafcturrent
and former employees of the employer, financialditions at the time of the cessation event andriherance
buy-out market. The amounts of debt can thereferedfatile over time.

Strathclyde Pension Scheme

The majority of the Association’s employees beltmghe Strathclyde Pension Fund which is part eflthcal
Government Pension Scheme (LGPS). As d#18fich 2011 the number of active members was 11th, 1
deferred pensioners and 12 pensioners. The tetalignable payroll at the balance sheet date wa@s&200.
This is a defined benefit scheme which provideselienbased on the final pensionable salary, tisetasof
which are held in a separate trustee administened.fThe best estimate of total employer and enggoy
contributions for 2011/12 is £529k

As noted in note 1 Argyll and Bute Council have rgueed to accept liability for any unfunded cagtéch
may arise with regard to Argyll Community Housings®ciation Limited relating to its membership of th
Local Government Pension Scheme (LGPS) administdrngdslasgow City Council should it cease to exist,
withdraw from the LGPS or otherwise become unableontinue covering any unfunded liabilities widgard

to the Local Government Pension Scheme (ScotlaeduRtions 1998, as amended, or the Local Goverhmen
(Discretionary Payments and Injury Benefits) (Smod) Regulations 1998, if applicable, the assumptiand
other data that have the most significant effecthendetermination of the contribution levels af gtheme are
as follows:

Assumptions as at 31 March 31 March 31 March
2011 2010 2009
% p.a. % p.a. % p.a.
Price increases 2.8% 3.8% 3.1%
Salary scale increases per annum 5.1% 5.3% 4.6%
Expected Return on Assets 6.9% 7.2% 6.5%
Discount rate 5.5% 5.5% 6.9%

Under the transitional requirements of FRS 17 Betant Benefits, the Association is required to |dise
further information on its share of assets andlltas of the LGPS on an FRS 17 market value basthe end
of the financial year.
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The Association’s share of assets in the schemexgpected rate of return were:

Long Term Assets at Long Term Assets at Long Term Assets at
return at 31 March return at 31 March return at 31 March
31 March 2011 31 March 2010 31 March 2009
2011 £000 2010 £000 2009 £000
Equities 7.5% 8,575 7.8% 7,564 7.0% 4,894
Bonds 4.9% 1,448 5.0% 1,277 5.4% 1,073
Property 5.5% 668 5.8% 688 4.9% 536
Cash 4.6% 445 4.8% 295 4.0% 201
Total 6.9% 11,136 7.2% 9,824 6.5% 6,704
Net Pension assets as at 31 March 31 March 31 March
2011 2010 2009
£000 £000 £000
Estimated employer assets 11,136 9,824 6,704
Present value of scheme liabilities 12,411 14,060 7,184
Present value of unfunded liabilities - - -
Total value of liabilities 12,411 14,060 7,184
Pension (deficit) / surplus (1,275) (4,236) (480)
Less provision against pension asset not - - -
realisable
Net pension (liability) / surplus (1,275) (4,236) (480)
Analysis of the amount charged to operating profilbss
Period to 31 Period to 31 Period to 31 Period to 31
March 2011 March 2011 March 2010 March 2010
£000 % of Payroll £000 % of Payroll
Service cost 621 22.1% 315 11.2%
Past service costs (1,221) (43.5%) 96 3.4%
Total operating charge (600) (21.4%) 411 14.6%
Analysis of the amount received/(charged) as intese
Period to 31 Period to 31 Period to 31 Period to 31
March 2011 March 2011 March 2010 March 2010
£000 % of Payroll £000 % of Payroll
Expected return on employer assets 726 25.8% 452 .1%16
Interest on pension scheme liabilities (738) (26.3% (511) (18.2%)
Net Return (12) (0.5%) (59) (2.1%)
Net revenue account cost (588) (20.9%) 470 16.7%
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ARGYLL COMMUNITY HOUSING ASSOCIATION LIMITED

Analysis of the amount recognised in Statement ofdfal Recognised Gains and Losses (STRGL)

Actual return less expected return on
pension scheme assets

Experience gains and losses arising on
the scheme liabilities
Changes in financial

assumptions

underlying the present value of the

scheme liabilities

Actuarial gain (loss)

Release / (provision) for pension asset

not realisable

Movement in deficit during the period

(Deficit)/Surplus at beginning of year
Current service cost
Employer contributions
Past service costs

Net return on assets
Actuarial gain/(loss)

(Deficit) at end of the year

Period to 31 Period to 31 Period to 31 Period to 31
March 2011 March 2010 March 2009 March 2008
£000 £000 £000 £000
(68) (2,157) (2,349) (786)
- - 273 1
1,948 (1,606) 763 2,027
1,880 (3,763) (1,313) 1,242
- - 667 (667)
1,880 (3,763) (646) 575
Period to 31 Period to 31
March 2011 March 2010
£000 £000
(4,236) (480)
(621) (315)
493 477
1,221 (96)
(12) (59)
1,880 (3,763)
(1,275) (4,236)
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History of experience - gains and losses

Period to 31 Period to 31 Period to 31 Period to 31
March 2011 March 2010 March 2009 March 2008
£000 £000 £000 £000
Difference between the expected and (68) 2,157 (2,349) (786)
actual return on assets
Value of assets 11,136 9,824 6,704 7,869
Percentage of assets 0.6% 22.0% 35.0% 10.0%
Experience losses on liabilities - - 273 1
Present value of liabilities 12,411 14,060 7,184 202,
Percentage of the present value of - - 3.8% -
liabilities
Actuarial gains recognised in 1,880 (3,763) (1,313) 1,242
STRGL
Present value of liabilities 12,411 ,0B0 7,184 7,202
Percentage of the present value of 15.2% 26.8% 18.3% 17.2%

liabilities
Related party disclosures
Thirteen members of the Board of Management wes@ telnants during the year.

Five members of the Board of Management were Agytl Bute Council Councillors during the year.

All transactions with local authorities were madeuan’s length, on normal commercial terms and oaréd
members used their position to their advantage.

The tenancy agreements and rents charged for thes®ers of the Board of Management were on standard
terms applicable to any other tenant of the Assioria

Members rent arrears were treated in a similar matmthat of other tenants in arrears with theo&ggion.

The Association has entered premise leases witlllAagd Bute Council and has contractual arrangesnen
for the provision of information technology suppaervices, print services and environmental sesvice
provision.

The Association also has arrangements for the gimviof the property management module of Academy
Housing integrated management system to Argyll Bote Council. The Association also lets houses to
Argyll and Bute Council under a special lettingemment relating to homelessness.

The Association paid £976k to the Council for seesi relating to service level agreements, prentisees,
IT service charges, environmental and other sesvieeeived during the period.

The Association paid to the Council £990k during pireriod in respect of Right to Buy sales for tiharicial
period 2009/10.

During the period the Association received from @euncil £9k for the provision of service under the
Academy Property management module; and £7,82%0ousing benefit payments, Homelessness leases
£72k, Strategic Housing Investment Fund grant £125k

At the period end there was a creditor of £1,070fstanding in respect of Right to Buy receipts the
financial period 2010/11 and creditors totallinglE2utstanding to the Council.
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